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LOGISTICS
AS A SERVICE

HOW LOGISTICS EXPERTS CAN
REDUCE SPEND, SAVE TIME, AND
INCREASE COMPANY PROFITS
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A company’s transportation spend is one of the largest budgetary items, so finding ways to save
money is always a priority. In the supply chain industry, the cost-saving opportunities are endless,
but it takes a special skill set to uncover the problems, formulate solutions, and implement changes.
Logistics as a service (LaaS) providers can remove the budget burden with trained professionals
dedicated to finding cost-savings on a daily basis. LaaS is designed to reduce transportation costs
while also increasing customer service.

The logistics as a service market grew to nearly $1.2 billion in sales in 2015". Demand for logistics
services is outpacing the growth of the U.S. economy because shippers are quickly realizing that in
order to compete, they need access to the best supply chain analytics and intelligence. In a recent
ARC Advisory Group study, LaaS sales are projected to have an annual growth rate of 5.8 percent
over the next five years.

Logistics as a service providers employ logistics professionals to manage a company’s transportation
network including truck, rail, ocean and air freight, and inbound/outbound logistics from production
facilities to warehouses, retailers, and end users/consumers. The logisticians are experts at
efficiency—always looking for ways to do it better, faster, and for less money. They understand how
ever-changing market conditions, such as capacity issues, driver shortages, rising carrier costs, and
customer service demands can impact the supply chain. According to an ARC report about the return
on investment of logistics as a service, companies saved between 2 and 10 percent on freight costs?.
In Figure 1, you can see the breakdown of how much was saved in decreased freight costs.
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IS OUTSOURCING RIGHT FOR MY COMPANY?

The first step in considering a LaaS provider is to answer the question: “Is outsourcing right for my
company?” The word outsourcing can be a scary one for some business owners because it means
giving up control. However, the concerns should be weighed against the potential benefits gained.
Consideration must be given to cost factors, performance gaps, financial impact, and suitability for
outsourcing. After reviewing those indicators, it’s time to consider the benefits of outsourcing.

FIVE REASONS TO OUTSOURCE

° SAVE MONEY This is the obvious reason and usually the most compelling. Outsourcing a
particular job function can increase efficiency, which leads to smarter spending. The faster pace
leads to increased on-time deliveries and customer service levels. LaaS providers tend to keep in
close communication with their clients to report on the cost savings and mutually decide on next
steps for action each month.

CORE BUSINESS Supply chain logistics can be a headache. Removing the pain point through
outsourcing frees up time and energy to be spent on core business competencies.

BETTER RESULTS Logistics professionals will streamline all planning, executing, and reporting
processes. They will work to build more loads and plan better routes to ensure cost savings.

SCALABILITY LaaS providers can adapt quickly to increases and decreases in demand. If
a company is experiencing a downturn in productivity, it will not have to reduce its internal
workforce for logistics planning.

HIGHER LEVEL RESOURCES Invest in a higher level of resources within in the supply chain
industry by outsourcing. LaaS providers have long-standing relationships with carriers and can
leverage those internal relationships when searching for cost-saving solutions for the company.

Consider forming an internal committee within the supply chain department to discuss the pros and
cons of outsourcing, and create a list of must-haves to suit company needs. This committee can also
research the outsourcing options and narrow in on the top three choices to consider. Once the best
course of action is determined, the next step is to submit a request for proposals from the contenders.

It’s important to take advantage of product demos and on-site visits to ensure the solutions provider
is the right fit. Outsourcing involves a lot of trust between the company and the LaaS provider, so
managers want to ensure they’ve found a LaaS team that will handle the company’s transportation
spend as their own. The provider should also work with you to establish a timeline for return on
investment.
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DO-IT-YOURSELF CREATES
LOGISTICS PROBLEMS

With instant access to training videos on popular
sites like YouTube, there is a deep desire to try “do
it yourself” (DIY) solutions to problems. While the
thought process around DIY is to save money, in
many instances it can end up costing a lot more in
time, resources, and quality of work than it would if
you hired a professional. When shippers use the DIY
approach to move freight, they may be spending
more money on administrative costs while receiving
less productivity, visibility, and customer service.

This rings especially true for companies who use
manual processes instead of a transportation
management system (TMS) for logistics planning.

A 2011 ARC Advisory Group study found, on average,
shippers who switched from manual to a TMS saved
between 5 and 10 percent on their freight spend?.

A TMS helps companies avoid the top do-it-yourself
money pits associated with manual planning. In
Figure 2, you can see 23 percent of companies

saved even more than 10 percent in freight costs.

FIGURE 2
Savings from TMS
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TOP DIY MONEY PITS

LACK OF VISIBILITY Shippers who
manage their logistics manually severely
limit their visibility into cost-savings
opportunities. TMS solutions not only
automate load planning and tendering
to save time, but also provide analytics
reporting to identify financial problem
areas in the supply chain such as carrier
rates, pick-up frequency, empty miles,
lane optimization, and on-time delivery.

TIME CONSUMING Without a TMS,
shippers are left planning with
whiteboards and spreadsheets, leading
to hours spent entering data and then
manipulating the information for
reporting.

HIGH HEAD COUNT Manual logistics
planning is time consuming and can
require a high head count to ensure
accuracy. The time and resources can
be better utilized on departmental
projects instead of manual data entry.

OLD DATA By the time the data entered
is processed to provide some analytics
intelligence, it is already outdated. The
lack of real-time data puts companies at
a competitive disadvantage and reduces
the ability to see bottleneck problems
within the supply chain.

EMPTY MILES When a truck travels
without product on board, it is a waste
of money for the company and the
carrier. TMS solutions optimize lanes,
backhauls, and assets to provide
solutions to reduce empty miles.
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TMS ALONE CAN’T FIX EVERYTHING

A TMS can bring significant cost-savings to a company—by using BluJay Solutions, TMS customers
save between 2 and 17 percent in the first year of implementation—but it can’t fix everything on its
own. TMS solutions are robust, and while many are very user-friendly, a logistics professional has the
experience and knowledge to leverage all of the functionality the software holds. It’s vitally important
that a company do a lot of back-end work to achieve success with a new TMS. All of the information
imported into the system needs to be up to date and accurate for the TMS to provide maximum
benefit in its optimization and analytics reporting. Many transportation teams have started with a TMS
solution and then switched to LaaS after determining that they are not fully utilizing the power of
their TMS software.

WASTING THE POWER OF A TMS

LIMITED USE OF FUNCTIONALITY It is easy for companies to become content with status quo and not invest the
time into exploring what other functionality options the TMS offers. This can lead to a company not fully realizing
efficiency gains or visibility into their supply chain, among others.

COST OF TRAINING STAFF TMS solutions providers will offer an in-depth training program for system administrators
and everyday users, but fluctuations in personnel can create an added budgetary expense as each new employee will
need to have TMS training. This is also a time-consuming process.

LOGISTICS EXPERIENCE Trained logistics professionals are proficient in finding and executing cost-savings initiatives.
They are experts in the use of the TMS as well as bridging analytics and operations to realize results.

ANALYTICS REPORTING There is an enormous amount of data stored in a TMS. It takes training to learn how to pull

the data and make it useful. Once the data is extracted, users need to know where to look to understand the opportunities
the analytics provide. It's common to see cost-savings in one bucket but not correlate a higher cost in a separate bucket,
which offsets overall savings.

NOT UTILIZING PROCUREMENT TMS customers who do not use their TMS for procurement events are missing out on
the opportunity to enhance their routing guides and save money. The TMS will record every detail of the event so users
can see which carriers made bids and compare price points to a benchmarking index.

SYSTEM UPDATES IGNORED Software engineers are regularly enhancing a TMS'’s functionality with updates. These
updates are regularly ignored by companies who don’t have the time or resources to devote to training. Usually the system
update is a solution to a current market problem. This is a missed opportunity for savings or increased customer service.

“TMS users need to be very disciplined and continue to explore
new functionality to ensure they are getting the most bang for the buck.”
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Companies who have a TMS solution are experiencing a return on their investment, but with the
everchanging market, it is easy to get two steps behind. Fluctuation in volumes and carrier networks
can turn a cost-effective lane upside down in just a few months. TMS users need to be very disciplined
in staying informed on system updates and continue to explore new functionality to ensure they are
getting the most bang for the buck. If a transportation team does not have the time or resources to
utilize the TMS to its fullest potential, it may be time to consider outsourcing to a managed

transportation service.

HOW LOGISTICS AS A
SERVICE SAVES MONEY

Logistics as a service providers work to maximize

a company’s transportation budget through people,
process, and technology. “People” is defined as a
team of logistics experts dedicated to putting all
their energy into a company’s supply chain on a daily
basis—saving time and resources internally. “Process”
involves investigating the current transportation
activities and engaging in new opportunities for cost
savings. “Technology” streamlines planning and
execution while also collecting data to be leveraged
for detailed analytics reporting on a company’s supply
chain effectiveness. A recent ARC Strategies study
on logistics as a service found, on average, LaaS can
save a company between 2 and 10 percent of its
transportation spend.

2=-10%

“LaaS can save a company

between 2 and 10 percent
of its transportation spend.”

TYPES OF MANAGED
TRANSPORTATION SERVICES

Not all logistics as a service
providers operate the same. There
are three basic business model
differences depending on how the
LaaS manages a customer’s freight.

Non-Asset Based

(Business Process Outsource)

The LaaS provider works as an
extension of the shipper by planning
and executing its freight. This is a
business process outsource model.
The provider generates revenue

from a flat monthly management fee.

Brokerage Based

This type of LaaS provider operates
on a brokerage business model.
The provider acts as a middleman
between the shipper and the carrier.
It generates money through the
ability to broker freight.

Asset Based

This occurs when a company moves
a shipper’s goods in assets it owns
and operates. Asset-based LaaS
providers receive additional revenue
by transporting the client’s freight
with its own resources.
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WHERE ARE THE SAVINGS?

So where do the savings come from? Partnering with an LaaS provider is a big investment,
but one that can produce a return within a year. Once the company is integrated with a
TMS program, the logistics team can go to work identifying areas for improvement. Figure 3
shows the range of savings for each category.

FIGURE 3
Investment Summary
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LOOK FOR SAVINGS ACROSS THE BOARD

SUPPLY CHAIN OPTIMIZATION Analytics provided from a TMS can assist in identifying
areas of the supply chain that can be optimized. Freight consolidation is a key area where
transportation costs can be reduced. Logistics professionals can identify opportunities to
move smaller orders onto full truckloads. Inventory pooling increases the amount of product
picked up at a location to decrease the number of stops. These are just a few areas to be
considered; there are a lot of consolidation opportunities the TMS data can produce. A LaaS
provider will present cost-saving solutions to the company and assist in the implementation
of needed changes to enhance efficiency.

PROCESS IMPROVEMENT One of the first areas a LaaS provider will dive into is process
improvement. This includes evaluating a company’s standard operating procedures, routing
guides, forecasting, and accessorial management, to name a few. One simple area to save
money is to establish guidelines with carriers to improve on-time performance, utilization,
and reduce detention costs. Other areas include TMS and business process flow, a shipper’s
internal processes, and carrier engagement.

TARGETED PROCUREMENT The carrier relationship is an important part of running an
efficient supply chain. A LaaS provider will have more established relationships with carriers
than one company will on its own. By leveraging benchmarking data from the TMS, logistics
professionals will evaluate how much money a company is paying the carrier for their lanes.
If the amount is outside of current benchmarks, then a procurement event will be organized
to establish a new routing guide. It’'s important to always monitor the current indexes since
the market is impacted by so many fluctuating variables.

MODE SHIFT Another area to explore is how a company is transporting goods and if there is

a more cost-effective alternative, either based on current forecast or lead time in orders. What
works today may not be the answer for tomorrow. Logistics professionals will monitor business
trends and make proactive recommendations as a shipper’s business changes. If a mode shift
is feasible, transportation spend can be reduced through fuel costs and per mile rates.

SHIPPER COLLABORATION On their own, a shipper may find it difficult to collaborate with
other shippers outside their business. This becomes easier for a LaaS provider, through their
relationships with multiple shippers and visibility into both supply chains. If a company’s
dedicated fleet has capacity for product, and another company has a less-than-truckload
load to be planned, a LaaS provider often provides visibility into that potential solution for
shipper collaboration, benefitting both companies.
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WHAT HAVE WE LEARNED?

Logistics as a service providers can save companies money by reducing freight spend. This is
accomplished through a variety of savings opportunities leveraged by logistics professionals.
Companies with a TMS will see an increased use in its capabilities through the expertise of
logisticians trained to use the program to its maximum benefit. This, in turn, frees up internal
resources to spend time on dedicated projects. A LaaS provider will increase procurement
opportunities, optimize the supply chain, search for process improvements, and explore alternative
mode shifts. There is also an added benefit of shipper collaboration through LaaS. Providers have
visibility into collaboration opportunities to reduce cost for two different companies. Statistics show
LaaS will save a company anywhere from 2 and 10 percent of its transportation spend. The greatest
amount of transportation spend savings usually takes place in the first year, which provides a quick
return on investment. Savings depend on the customer’s willingness to make change. For instance, in
2015, BluJay Solutions saved 17 percent for a customer who has been with us for five years. Shippers
who move toward LaaSs receive the short-term, tactical benefits of having an outsourced team to
manage freight transportation, and the long-term, strategic benefits of leveraging a TMS with the
added value of logistics expertise in transportation management best practices.

CONSIDERING THE SWITCH TO LAAS?

If you are considering a switch to Laas, but have more questions, BluJay Solutions is here to
help. BluJay Solutions is a global solutions provider offering logistics as a service through its
industry-leading Software-as-a-Service (Saas) TMS.

FOR ADDITIONAL INFORMATION, VISIT

WWW.BLUJAYSOLUTIONS.COM OR CALL 1.866.584.7280

Footnotes

1. See 2015 ARC report, Managed Transportation Services Global Market Research Study, http:/www.arcweb.com/research
2. See 2012 ARC report, Return on Investment of Managed Services for Transportation, http:/bit.ly/IPPMY2M

3. See 2011 ARC report, Return on Investment for Transportation Management Systems: http://bit.ly/1QaNLNP

About BluJay Solutions

BluJay Solutions delivers supply chain software and services to the world’s most

progressive retailers, distributors, freight forwarders, manufacturers, and logistics

service providers. Transforming supply chain logistics with the BluJay Global Trade B L U v J A Y "
Network, we enable customers to unlock the power of more than 40,000 universally

connected partners. With BluJay, companies can achieve greater trade velocity, SOLUTIONS

transform their supply chain economics for disruptive advantage, and see beyond
the horizon to optimize their future in the global economy.
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